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SUBJECT: Repeal Canpaign Contribution Limtation/Establish State Candi date El ection
Fund
SUMVARY
Under the Adm nistration of Incone and Franchi se Law (AFITL), this bill would

establish the State Candi date El ection Fund ("el ection fund").

This bill also would repeal the provisions of the Political Reform Act of 1974.
Thi s provision does not inpact the Franchise Tax Board (FTB) and will not be
addressed in this anal ysis.

EFFECTI VE DATE

This bill would becone effective January 1, 1999, and apply to taxable years
begi nning in 2000, for returns filed in 2001 and thereafter.

LEG SLATI VE H STORY

AB 2871 (1995/96), SB 588 (1994/ Vet oed)
BACKGROUND

The California Election Canpaign Fund (the first voluntary contribution fund) was
enacted in 1982 and was first available for contributions on the 1982 tax return
filed in 1983. The fund sunset and was repeal ed on January 1, 1997, and | ast
appeared on the 1996 tax return. This fund received approxi mately $95,532 from
contributions on 1996 tax returns.

SPECI FI C FI NDI NGS

Current federal |lawprovides a true checkoff to direct $3 ($6 for married
individuals filing jointly) of a taxpayer’s actual tax liability to the
Presidential Election Canpaign Fund. Designation of the $3 does not affect a
taxpayer’s tax liability or refund anount.
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Current state |awdoes not allow taxpayers to direct actual tax liability to any
fund. Current state |lawallows taxpayers to nake contributions of their own
funds, not tax liability, to 10 voluntary contribution funds on the 1997 tax
return filed in 1998.

This bill would establish the election fund, to be adm nistered by the
Controller, allow ng individual taxpayers to designate $5 ($5 each for married
individuals filing jointly) of tax liability to the fund. The election fund
woul d provide public funding to certain political party nom nees who are

candi dates for the Assenbly, Senate, Board of Equalization and statew de offices
in a general election, as specified.

This bill would require the FTB to revise all original personal incone tax forns
(whi ch include the 540, 540A, 540EZ, Telefile, 541, 540NR and scannabl e forns)
for the 2000 tax year and thereafter to include the election fund designation.

Specifically, this bill would require that, on the first page, inmediately
preceding the filing status, |anguage be included to all ow each individual
t axpayer to designate $5 of tax liability to the election fund. This bill also

woul d require that tax returns specify that the designation would not increase a
taxpayer’s tax liability or reduce a refund.

This bill would require the FTB, on or before July 1 of each year, to certify to
the Controller the anbunt which had been designated by April 15 of that year

The certified anobunt woul d be appropriated by the General Fund to the election
fund. Anmpunts designated on returns filed after April 15 would be certified the
foll owi ng year.

This bill would conpensate the Controller and the FTB fromel ection fund for
reasonabl e adm nistrati ve expense connected with the fund' s operation.

This bill provides the California tax liability is the taxpayer’s total incone
tax liability that taxable year

| npl enent ati on Consi derations

The department has identified the follow ng inplenentation concerns.
Departnment staff is available to work with the author’s office to resolve
these and any other concerns that may be identified.

This bill provides that the California tax liability is the taxpayer’s
“total” income tax liability for that taxable year. This provision is
not defined and inplies that there may be a “partial” tax liability.
Because “tax liability” is defined in the Revenue and Taxation Code, the
author may wish to delete the term*“total.”

This bill specifies that the election fund designation be placed on the
first page on all original returns inmediately preceding the filing
status. That would require three additional |ines be added to al

i ndi vidual tax returns and additional instructional text. This

requi rement, coupled with the return of the renter’s credit, could create
significant inplenmentation problens. Programm ng and testing would be
required to accommodat e the new desi gnati on.
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This bill requires that the FTB annually certify to the Controller on or
before July 1 the anount designated by April 15. However, not all of the

designations nade in a taxable year would be available by July 1.
Returns filed by April 15 would not be processed for sone weeks, and
personal income tax returns may be filed, with an extension, annually
until Cctober 15. |If the intent is to have the FTB certify the total
anount of designations made to this fund in a taxable year, the author
may wi sh to change the certification due date. Oherw se, thecheckoff
anounts on returns processed after April 15 would be included in the
foll owi ng year's accounti ng.

Including this designation on all original personal income tax returns
woul d be a significant change for all taxpayers. It has been the

departnent’s experience that, when a tax |aw change inpacts a significant

nunber of taxpayers, taxpayer contact with the departnent increases.

FI SCAL | MPACT

Departnental Costs

The department’s costs to admnister this fund would be rei nbursed from

moneys col |l ected. However, the inpact to tax forns, additional progranmm ng

requi red and increased taxpayer contact may create additional significant
costs in the first year and noderate to minor costs in succeedi ng years.

Tax Revenue Esti mate

Revenue | osses under the Personal |Incone Tax Law are estimted to be as
foll ows:

Ef fective 2000 Taxabl e Year
(in mllions)
Fi scal Years
2000/ 1 | 2001/ 2 | 2002/ 3
($13) | ($14) | ($14)

Thi s anal ysis does not consider the possible changes in enploynent, persona

i ncome, or gross state product that could result fromthis measure.

Tax Revenue Di scussi on

This estimte is based on federal experience with the Presidential Election
Canpai gn Fund. Pursuant to our |atest available data (taxable year 1992),

17% of all taxable federal returns included designations to the Federa

Presidential Election Canpaign Fund. This percentage has been fairly stable

fromyear to year. It is assunmed that the sane ratio of California
t axpayers woul d nmake the State Candi date El ection fund designations, i.e.

around 850,000 joint filers at $10 each and 950,000 other filers at $5 each

(year 2000 | evel).

BOARD POSI TI ON

Pendi ng.



